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KEY ECONOMIC INDICATORS 
(Current terms, $ million except where stated) 


1989 1990 1991 
revised revised est. 


Ave. Exchange rate $1.05 $1.12 $1.10 


DOMESTIC ECOMOMY 
Populations (millions) 7.96 8.29 
Population growth (%) 2.1 1.95 
GDP at market prices 10039 13081 
As % of GDP: 
Agriculture & fishing 12.3 14.5 
Manufacturing 14.5 15.3 
(Textiles) 4.3 4.7 
Non-Mfg industries 14.6 12.9 
(Hydrocarbons) 6.9 
Services 34.9 
(Tourism) 4.3 
Per capita GDP (dols) 1272 
GDP % real growth 3.9 
Gross National Product (GNP) 10127 
Consumer Prices Index 
(Year end % change) 


EMPLOYMENT 
Labor force (millions) 
Unemployment (% yearly ave.) 


GOVERNMENT FINANCE 
Consolidated Govt. Deficit 
(net of debt repayment) 
Govt. deficit as % of GDP 


BALANCE OF PAYMENTS 

Exports (goods & services) 
Imports (goods & services) 
Trade Balance 

Current Account Balance 
Foreign Direct Investment 
Total Foreign Debt (year end) 


U.S.-TUNISIAN TRADE 

U.S. Exports to Tunisia 262.5 
U.S. Imports from Tunisia 25.2 
U.S. Trade Balance 237.3 
U.S. Share Tunisian Exports 1.0 
U.S. Share Tunisian Imports 7.28 


(a) Latest official figures 


Sources: Budget Economique, Ministry of Plan; Institut National de 
la Statistique; U.S. Embassy 
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SUMMARY 


The Tunisian economy achieved its best results in over ten years in 
1990. Real GNP grew by 6.5 percent. Overall growth depends largely 
on results in three major sectors -- agriculture, textile exports, and 
tourism -- and all did well. Merchandise exports increased 11 percent 
in 1990. Imports increased sharply, up 19 percent, but substantial 
receipts from tourism helped offset the merchandise balance-of-trade 
deficit. The inflation rate increased slightly to 7 percent. 


The outlook for 1991 is not as positive. Economic growth will be in 
the zero to 2 percent range. Receipts from tourism, the number one 
net foreign exchange earner, will be down sharply. Merchandise 
exports will grow slowly if at all. On the other hand, the 1991 
harvest will be one of the best in decades, reducing the need for 
grain imports. 


The Tunisian Government is working to improve the investment climate 
for foreign investors. Very favorable conditions exist for companies 
producing for export. The Tunisian business community would like to 
foster increased ties with American companies and investors. American 
goods and services enjoy a good reputation in Tunisia. Best prospects 
for U.S. businesses are in agricultural products, agribusiness/food 


processing, computers, medical equipment, and mining and construction 
equipment. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


The Tunisian economy grew by 6.5 percent in 1990. Growth was lead by 
strong performances in the agricultural and export sectors. Tourism 
receipts, which provide about $1 billion to the Tunisian economy, were 
largely unaffected by the Gulf Crisis, which started near the end of 
the Tunisian high season. 


Heavy winter rains following a ‘two-year drought produced a bumper 
cereals harvest, and agricultural production increased by an 
outstanding 27 percent. The Tunisian economy is heavily dependent on 
agriculture. Annual cereal production over the past five years has 
varied between 0.3 and 2.0 million tons, and a poor harvest can wipe 


out gains made up in other sectors. Cereals production in 1990 was 
1.6 million tons. 


Growth in manufacturing industries, particularly those producing for 
foreign markets, was better than expected. The textile sector leads 
the manufacturing effort and is Tunisia’s major source of foreign 
income. Tourism, however, is the leading net foreign exchange earner 
because of the high import content of textile exports. Textile 
exports were $1.25 billion in 1990. 


The tourism industry repeated its performance of the previous year but 
did not expand overall. About 3 million tourists again brought in 
roughly $1 billion in hard currency. Stagnation was due to several 
factors, including increased competition as a low-cost holiday 
destination and the overall reduction in the number of recession-hit 
Europeans taking holidays abroad. 
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Once Tunisia’s leading foreign exchange earner, the petroleum industry 
continues its slow decline. Petroleum production fell 10 percent, to 
4.6 million tons. The new Ezzaouia field came on line late in the 
year, and although output will not compensate for declining production 
elsewhere, production from the field should help Tunisia remain a net 
energy exporter through 1992 or 1993. 


Heavy flooding early in 1990 hit the southern region, where the 
country’s phosphate mines are situated. Mining operations were 
hampered and rock production fell to 6.4 million tons. Foreign and 
domestic demand was slow, and stocks nearly doubled during the year. 


The total value of phosphate and chemical exports dipped 10 percent, 
to $564 million. 


For the second successive year, investment levels were up, rising 25 
percent in current terms to nearly $3 billion. About 46,000 new 
nonagricultural jobs were created. This result was better than hoped 
for, but Tunisia still battles with chronic unemployment at all 
levels. The official jobless figure is less than 15 percent, but the 
real rate approaches 25 percent in some rural areas. Investment in 
the major sectors of the economy -- manufacturing industries, 
agriculture and fishing, tourism, and hydrocarbons -- is regulated by 


special legislation offering preferential conditions to companies 
producing for export. 


The government budget deficit was held within estimates in 1990, 
despite pressures caused by wage increases, heavy bills for repairing 
flood damage, and a Treasury advance to ensure the continuation of 
projects previously financed by countries in the Persian Gulf. The 
$195 million Hammamet-Msaken highway project, which was substantially 
financed by Gulf sources, remains on schedule. 


The trade deficit widened substantially in 1990. Exports of Tunisian 
goods and services totalled $5.4 billion, while imports were $6.1 
billion, pushing the trade deficit to $660 million. Tunisia ended the 
year with foreign currency reserves of $715 million or 43 days import 


cover, compared with $953 million, or 71 days cover at year end 
1989. 


Merchandise exports increased 11 percent (in dinar terms) to $3.5 
billion. Consumer good exports, primarily textiles and clothing, 
accounted for nearly all of the increase, rising 31 percent (in 
dinars) to $1.5 billion in 1990. Exports of agricultural products 
rose 20 percent to $369 million, and capital good exports increased to 


$147 million, up 25 percent. Receipts from phosphate and petroleum 
exports fell in 1990. 


Merchandise imports increased 19 percent (in dinar terms), rising to 


$5.6 billion. The growth in imports was due to heavy demand for 
capital goods, intermediate goods, and nonfood consumer goods. 
Capital good imports jumped 37 percent (in dinars) to U.S. $1.2 
billion. Intermediate good imports, mainly textiles imported for 
processing and reexport, increased 32 percent to $987 million. 
Consumer good imports were up 23 percent to $392 million. 


Agricultural imports were down 21 percent to $444 million, reflecting 
the good harvest. 
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The merchandise balance of trade deficit increased 28 percent to $2 
billion, while the current account deficit: increased 59 percent to 
$523 million. Tunisia runs a large surplus in services, mainly due to 
tourism receipts and has positive net transfers due to substantial 
worker remittances, primarily from Europe. 


External debt was down to less than 52 percent of GDP in 1990. In 

1989 the figure was nearly 57 percent. Two-thirds of the debt is in 
dollars and the strong dinar vis-a-vis the dollar accounted for most 
of this improvement. Foreign capital inflows rose slightly in 1990, 


to $1.4 billion. Long-term borrowing amounted to $700 million and 
medium-term loans were $390 million. 


Structural Adjustment, Trade and Investment 


Tunisia is now almost five years into an IMF and World Bank-backed 
plan to restructure its economy. New measures introduced in 1990 
include major tax code changes. The maximum personal income tax rate 
was cut to 35 percent, and a similar ceiling will be imposed on 
corporate tax rates this year. A partial VAT has been in operation 
for over two years, but plans to extend it to the retail trade have 
been delayed because of the risk of price increases. The government 
continued its program of cutting subsidies on staple foods, and prices 
of bread, milk, flour, and other staples rose about 10 percent. These 
price increases were unpopular, and the political authorities will 


likely move slowly with any measures that would cause hardship to the 
lowest income sector of the population. 


The long-term goal of the Structural Adjustment Program, solid growth 
based on the export of manufactured goods, requires increased imports 
of capital goods, intermediate products, and raw materials. Most of 
Tunisia’s foreign trade takes place with its principal European 
partners -- France, Italy and Germany -- which accounted for 55 
percent of Tunisia’s imports in 1990, up from 52 percent in 1989. The 
United States was Tunisia’s fourth largest supplier in 1990, with 
sales of approximately $300 million. Agricultural commodities account 
for close to 50 percent of U.S. exports to Tunisia. 


As part of the Structural Adjustment Program, the Tunisian Government 
is actively seeking foreign investment. Laws regulating investment 
have been substantially liberalized and administrative procedures have 
been reduced. The export manufacturing sector has benefited greatly 
from these reforms and is attracting significant amounts of foreign, 
mainly European, investment. U.S. foreign investment is largely 
concentrated in the petroleum sector, although there are investments 
in financial services, food processing, and other areas. 


Looking Ahead 


Although the Gulf War did not have a major impact on the Tunisian 
economy in 1990, secondary effects of the war may cause significant 
problems in 1991. Tourist bookings fell off sharply during the war 
and have not yet returned to pre-war levels. The Tunisian Government 
is predicting tourism revenues will fall by $517 million, with a 
consequent worsening of the balance-of-payments deficit. 
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We project little, if any growth, in merchandise exports in 1991. 
Tourism receipts will fall, although probably by less than $500 
million. The rapid growth in imports that occurred in 1990 will not 
be repeated in 1991; some factors suggest that imports may actually 
decline. The government has taken several measures to slow import 
growth, including the imposition of a 5 percent surcharge on all 
imports in 1991 and putting off nonpriority public sector investment 
projects. Other factors, such as slow economic growth and the 
excellent harvest in 1991, will also help lower demand for imports. 


The current account deficit will increase to approximately $800 
million. The Tunisian Government will probably draw more heavily on 
government-to-government lines of credit and its International 
Monetary Fund (IMF) facility in order to maintain foreign exchange 
reserves. 


Economic growth has traditionally been lead by growth in the export 
sector. If there is any growth in 1991, it will probably be fueled by 
growth in the agricultural sector. The Tunisians are predicting real 
economic growth this year will be somewhere between zero and 2 
percent. 


B. IMPLICATIONS FOR AMERICAN BUSINESS 


Investment Climate. 


Taking advantage of geography and its access to the European market, 
the government is promoting Tunisia as a "Platform to Europe." Labor 
rates are low compared with those in Europe, and Tunisia’s 
preferential access to the European market is expected to continue 
after 1992. Many European firms are manufacturing here now. A large 
percentage of these companies are oe in apparel and electronic 
components assembly operations. 


In 1990 the United States and Tunisia put into force a Double Taxation 
Treaty, under which each country agreed to avoid double taxation on 
individuals or corporations active in both ‘countries. A Bilateral 
Investment Treaty has been signed by the United States and the 
Tunisian Government; it is currently awaiting ratification by the U.S. 
Congress. The treaty deals with issues such as expropriation, 
remittance of profits, national treatment of American companies, and 
international arbitration of international disputes. 


Trade Prospects 


The Tunisian business community is keenly interested in fostering 
increased commercial ties between the United States and Tunisia. The 
Tunis-based Tunisian American Chamber of Commerce and the 
Atlanta-based U.S.-Tunisia Business Council, both formed in 1989, are 
working to ensure the growth of private business contacts. 


American goods and services enjoy a good reputation, although products 
should conform to local specifications and international standards. 
American business representatives should be able to deal in French or 
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Arabic, or have someone who can deal on their behalf. A good 
agent/distributor is a must, as is a willingness to be persistent and 
follow up on contacts and potential business opportunities. 


Many of the United States’ competitors have extended heavily 
subsidized lines of credit to Tunisia which are used to finance 
Tunisian purchases of goods and services. In addition, some 
governments offer similar lines of credit to finance joint ventures 
between their companies and Tunisian firms. Many American firms 
trying to penetrate this market have found that they lose out to 
European firms not on the basis of quality or price but because they 


are not able to offer the same attractive financing packages available 
to the competition. 


Best Prospects for U.S. Exporters 


Agriculture: Agricultural commodities continue to lead the list of 
U.S. exports to Tunisia, a trend which should continue in the near 
future. While many of these commodities are either donated or sold 
under U.S. Government-assisted programs (PL-480, Export Enhancement 
Program, etc.), commercial purchases of certain items are made as 
well. Tunisia is also focusing attention on development of its 
agribusiness and food processing sector with the hope of increasing 
vertical integration in agriculture. Opportunities exist for joint 
ventures in this area, as well as for American firms specializing in 


equipment for packaging and marketing of processed agricultural 
products. 


Mining and Construction: American mining and construction equipment 
continues to sell well in Tunisia. In a related field, Tunisia is 
beginning the process of air and water pollution clean-up, especially 
in the Gabes region where pollution is heavy as a result of the 
phosphate industry. Opportunities exist for the sale of American 
environmental clean-up equipment and technology. 


Medical: Medical equipment, ranging from basic hospital supplies to 
sophisticated machinery such as scanners is in demand. 


Tourism: Tourism is Tunisia’s leading net earner of foreign 

exchange. The Tunisian Government has plans to expand existing 
facilities over the next decade. There are opportunities for sales of 
hotel and restaurant equipment, industrial cleaning and 
air-conditioning machinery, elevator equipment, etc. 


Transportation: Most of government-owned Tunis Air’s equipment is 
Boeing, and the airline has ordered two additional 737’s for delivery 
in 1992, with options to buy three others. In April 1990 the Tunisian 
Government announced plans to upgrade the air traffic control system 
and expand several airports. With the development of the new free 


port at Zarzis, Tunisia is expanding its existing port handling 
facilities. 


Textiles: Companies in the textile sector import large quantities of 
inputs, including machinery, raw materials, and design expertise. 
There is certainly room for U.S. manufacturers to increase their sales 
to the textile industry. 
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Computers: Most U.S. computer firms already are represented in 
Tunisia, which is a booming market for such products. There are many 
opportunities for sales to the Tunisian Government, although the lack 
of mixed credit financing has made U.S. firms less successful than 
their European counterparts. The market for personal computers and 
software will continue to grow. The Embassy estimates that the number 
of microcomputers in Tunisia will grow from some 12,000 at the 
beginning of 1990 to over 17,000 by the end of 1991. 


Government Tenders 


Most major purchases by the Tunisian Government are by international 
tender. The lead time for bid submission is often short. U.S. firms 
may have to obtain the documents and translate the bid into French for 
submission in as little as one month. Thus, a good local agent who 
can respond quickly to government tenders and maintain contact with 
possible purchasers is an invaluable asset. Tunisian buyers are also 
concerned about after-sales service on equipment and prefer to have a 
local office to turn to for maintenance. Firms wishing to develop an 
agent or distributor relationship with a Tunisian company may use the 
Commerce Department’s Agent/Distributor Service through the nearest 
district office. The Commercial Section of the U.S. Embassy in Tunis 
assists U.S. business representatives by providing current market 
information, making appointments, and identifying business contacts. 


Where to Go for Further Information 


Americans interested in developing business in Tunisia may wish to 
contact the U.S. Department of Commerce, Office of the Near East, Room 
H2036, Washington, D.C. 20230, tel. (202) 377-5015; the Department’s 
district offices throughout the United States; the U.S. Trade and 
Development Program in Rosslyn, VA, tel. (703) 875-4357; the Overseas 
Private Investment Corporation, tel. (202) 457-7139; the Export-Import 
Bank of the United States, tel. (202) 566-8808; the U:S. Department of 
Agriculture, Foreign Agricultural Service, Washington D.C. 20250-1000, 
tel. (202)-447-7115; the Tunisian Embassy in Washington, tel. (202) 
862-1850; and the U.S./Tunisian Business Council in Atlanta, tel. 

(404) 956-1407. 


In Tunisia, the Tunisian/American Chamber of Commerce is located at 
127 Avenue de la Liberte, 1002, Tunis, Tunisia, tel. (216) (1) 
283-450, FAX: (216) (1) 786-553. The following Tunisian agencies may 
also be of assistance: The Agency for the Promotion of Industry 
(API), 63, rue de Syrie, 1002 Tunis, Tunisia, tel. (216) (1) 785-510 
or 287-600, telex: 14166; the Agency for the Promotion of Agricultural 
Investments (APIA), 62, rue Alain Savary, 1003 Tunis, Tunisia, tel. 
(216) (1) 288-091, telex: 14280. 


The American Embassy is located at 144 Avenue de la Liberte, 1002 
Tunis, Tunisia, tel. (216) (1) 782-566, FAX: (216) (1) 789-719, telex: 
13379 AMTUN TN. Elizabeth Dibble is the Commercial Attache. The 


Agricultural Trade Office is located at 6, rue Saint Fulgence, Tunis, 
tel. (216) (1) 781-553 


* U.S. Government Printing Office : 1991 - 311-913/40016 








